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BOSTON’S  SCHOOL  BUDGET: 

Fiscal  Challenges  This  Year;  Budget  Changes  Next  Year 


The  City's  new  Superintendent,  Thomas  Payzant,  is 
responsible  for  managing  a fiscal  1996  School  Department 
general  fimd  budget  of  $444.2  million,  an  increase  of  $19.2 
million  or  4.5%  over  fiscal  1995.  Overall,  the  total  city  budget 
increases  by  4.3%.  The  Boston  Public  School  (BPS)  budget 
represents  the  City's  largest  departmental  expenditure  with  an 
increasing  total  budget  share  of  30. 1%,  up  from  29.9%  in  fiscal 
1994.  The  increase  in  the  fiscal  1996  budget  reflects  the 
continuation  of  the  initiatives  established  in  the  Boston  Teachers 
Union  (BTU)  contract  and  programs  approved  by  the  School 
Committee.  This  year,  Boston  expects  $62. 1 million  in  external 
fimds  for  services  and  programs,  bringing  the  “all-funds” 
operating  budget  to  $506.3  million.  This  budget  serves  62,500 
students,  consisting  of  61,547  BPS  and  953  private  placement 
special  education  students.  The  budget  supports  a city-funded 
work  force  of  7,620,  an  increase  of  2 1 1 positions  over  the  prior 
year.  The  City’s  capital  budget  anticipates  spending  $28.0 
million  for  school  purposes  in  fiscal  1996. 

A potential  budget  problem  of  several  million  dollars  exists  for  the  School  Department  this  year  due  to  eru'ollment 
growth,  anticipated  operational  changes  not  yet  implemented  and  unanticipated  accreditation  and  school  opening 
expenses.  One  consequence  is  that  82  positions  have  been  created  but  are  not  funded.  These  issues  must  be  managed 
carefully  during  the  year  to  prevent  a deficit  at  year  end.  Contributing  to  this  problem  is  the  fact  that  the  BPS  budget 
contains  less  flexibility  to  address  unanticipated  needs  than  in  past  years.  That  is,  in  good  part,  due  to  the 
reallocations  already  made  from  the  salary  account  to  help  resolve  unbudgeted  needs  such  as  expanded  kindergarten 
offerings  and  additional  pilot  school  costs. 

What's  New  in  Fiscal  1996? 

Teachers'  Contract 

Most  of  what’s  new  in  the  fiscal  1996  BPS  budget  is  related  to  the  BTU  contract.  The  various  contract  components  in  fiscal 
1996  increase  by  an  estimated  $13.6  million,  of  which  $10.7  million  is  for  compensation  and  $2.9  million  is  for  the 
implementation  of  contract  initiatives.  These  contract  related  costs  represent  70.8%  of  the  total  BPS  budget  increase.  In 
September,  five  pilot  schools  opened  to  serve  787  students  with  $3.9  million  in  instructional  resources,  of  which  $3.5  million 
or  90.9%  funds  96  new  positions.  An  additional  elementary  planning  and  development  period  requires  43  new  teaching 
positions  providing  elementary  fine  arts  instruction  at  a cost  of  $1.5  million. 
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Funded  Priorities 

In  addition  to  the  contract  changes,  this  budget  funds  several 
programs  initiated  by  the  School  Committee.  Twenty-one  new 
extended  day  kindergarten  classes  are  added  to  serve  an  estimated  500 
students.  To  expand  inclusionary  classrooms,  which  provide  services 
to  special  education  students  in  regular  education  classes,  an 
additional  18  special  education  teachers  are  included  in  the  budget. 
Fiscal  1996  marks  the  first  year  funding  of  a five-year  curriculum 
renewal/textbook  purchase  program  and  the  first  step  in  expanding 
algebra  to  all  middle  schools.  The  BPS  budget  also  includes  fimding 
for  “School  to  Career”  and  magnet  school  programs  previously  funded 
through  grants,  adding  18  positions  to  the  operating  budget. 


Accreditation 

In  response  to  the  Burke  High  School  accreditation  crisis  and  the  seven  other  schools  with  problems,  the  City  and  BPS  task 
force  released  a four-year  $32.3  million  general,  external  and  capital  fund  accreditation  spending  plan.  In  fiscal  1996,  $13.4 
million  is  earmarked  for  accreditation  needs,  of  which  $10.4  million  is  for  capital  expenses  and  $3.0  million  is  for  staff  and 
materials.  This  budget  provides  for  44  positions  to  fulfill  accreditation  requirements.  Twenty-three  positions  are  being  filled 
through  transfers  and  21  new  positions  for  guidance  counselors,  librarians  and  library  aides  have  been  established. 

School  Committee  Study  Initiatives 

To  help  establish  policies  to  improve  educational  services,  the  School  Committee  requested  several  studies  to  examine  major 
cost  areas  of  BPS  operations. 

♦ Financial  Systems,  To  develop  a financial,  budgetary  and  programmatic  systems  package  to  link  BPS  and  City  Hall 
systems  to  improve  financial  management  coordination.  The  firm  of  Deloitte  & Touche  will  prepare  suggestions  for 
a new  system  that  will  provide  greater  flexibility  and  analytical  capacity  to  facilitate  implementation  of  initiatives 
such  as  school  based  budgeting  and  to  improve  effective  decision-making  and  accoimtability. 

♦ Oreanizational  Manaeement  To  conduct  a management  study  of  the  BPS  organizational  structure  and  functions. 

The  firm  of  KPMG  Peat  Marwick  completed  a study  which  the  Superintendent  is  using  to  help  develop  his  new 
organization  plan. 

♦ External  Funds.  To  analyze  current  external  fimds  development  and  financial  management.  KPMG  Peat  Marwick 
recently  reported  its  findings  to  the  School  Committee. 

♦ Transportation.  To  analyze  the  overall  BPS  management  of  transportation  services.  KPMG  Peat  Marwick  will 
present  its  plan  for  bus  contract  changes  and  a more  cost-effective  system  in  early  November. 

♦ Special  Education.  To  analyze  the  special  education  services  from  testing  and  assignment  to  contractor  and  BPS 
services  and  the  payment  system. 

Where  the  Money  Comes  From .... 

The  revenue  base  to  support  BPS  spending  comes  from  a city  appropriation  and  grant  fimds.  The  original  general  fund 
appropriation  of  $444.2  million  is  supported  by  the  City’s  own-fund  revenues  which  includes  school  purpose  state  aid. 
During  the  year,  supplemental  appropriations  will  likely  be  approved  for  recently  settled  union  contracts,  outstanding 
contracts  approved  later  and  increased  enrollment.  Charter  school  funding,  which  was  expected  to  decrease  available  city 
revenues,  has  not  impacted  the  school  budget  at  this  time.  The  City's  estimate  for  Chapter  70,  the  source  of  charter  school 
funding,  was  $6.0  million  lower  than  the  final  allocation.  That  equals  the  original  charter  school  estimate  based  on 
preliminary  tuition  amoimts  and  an  em-ollment  of  780  students. 

External  Funds 

In  addition  to  the  city  appropriation,  the  BPS  expects  to  receive  $62.1  million  in  grants  and  reimbursements  from  a variety  of 
state,  federal  and  private  sources.  Of  this  total,  $39.2  million  or  63.1%  are  formula  grants  or  entitlements,  which  are  based 
on  specific  student  and  community  demographics.  Boston  expects  to  receive  $7.0  million  (1 1.2%)  in  competitive  grants  and 
be  reimbursed  for  school  lunches  and  impact  aid  totaling  $15.9  million  (25.7%). 
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Pilot  Schools  (instruction  costs  only) 

$3,893,677 

Accreditation  Staff  and  Materials 

2,973,455 

Language  Arts  Textbooks 

1,667,846 

5th  Planning  Period/  Fine  Arts  Classes 

1,519,577 

New  Kindergarten  Classes(excluding  pilots) 

668,715 

Magnet  Schools 

1,074,085 

Special  Ed.  Inclusion  Staff 

937,341 

Algebra  Supplies 

599,290 

School  Improvement  Awards 

500,000 

School  to  Career  Program 

287,994 

TOTAL 

$14,121,980 

....And  Where  the  Money  Goes 

Reflecting  the  labor  intensity  of  the  BPS,  66.5%  of  the  fiscal 
1996  budget  is  allocated  to  salaries.  Teachers’  salaries 
represent  45.2%  of  the  total.  The  total  salary  budget  this  year 
is  $295.5  million,  an  increase  of  $19.3  million  or  7.0%.  As  a 
result  of  collective  bargaining  increases  and  added  staff,  the 
salary  share  increases  from  65.0%  to  66.5%  over  the  prior 
year.  This  year’s  budget  fimds  7,620  positions,  an  increase 
of  211  or  2.8%  over  June  1995.  In  addition  to  the  new 
changes  in  the  fiscal  1996  budget  previously  explained,  this 
budget  provides  for  an  increase  of  39  itinerant  special 
education  teachers  as  part  of  a plan  to  transfer  therapy 
services  from  contracted  services.  Not  all  of  these  positions 
have  been  filled.  The  part-time  staff  budget  increases  by 
12.3%,  in  part,  due  to  stipends  for  teachers  involved  with  the 
Center  for  Leadership  Development. 

The  non-salary  accounts,  in  aggregate,  are  budgeted  at 
$134.5  million,  an  increase  of  $1.4  million  or  1.1%.  These 
accounts  represent  30.3%  of  the  budget,  down  from  31.3%  in 
the  prior  year.  Instructional  supplies  increase  by  $2.7  million 
or  67.7%  to  $6.6  million.  This  increase  provides  for 
language  arts  textbooks  and  additional  supplies  needed  due  to 
the  expansion  of  algebra  and  kindergarten  classes,  new  pilot 
schools  and  the  multi-media  library  resource  requirements 
for  accreditation.  Contracted  special  needs  services  declines 
by  $1.7  million  as  the  BPS  attempts  to  provide  these  services 
in-house.  Other  non-salary  accounts  are  budgeted  tightly 
such  as  the  benefits  item  that  declines  by  1.2%  and 
utilities/heat  that  increases  by  only  0.3%. 

Boston  *s  Programs 

When  analyzed  by  program,  the  fiscal  1996  budget  reflects  a continuing  commitment  to  instructional  services.  With  a fiscal 
1996  budget  of  $285.1  million,  an  increase  of  6.3%,  the  instructional  services’  share  of  the  total  budget  increases  to  64.2%, 
up  from  63.1%  last  year.  In  past  years,  the  BPS’s  limited  resource  growth  was  applied  first  to  the  mandated  programs, 
leaving  regular  education  with  a smaller  share  of  the  total.  This  year,  greater  emphasis  is  placed  on  regular  education,  which 

increases  by  $12.7  million  or  9.3%.  Even  so,  the  regular 
education  budget  of  $149.0  million  represents  33.5%  of 
the  budget  even  though  it  serves  78.3%  of  the  BPS  total 
enrollment  or  48,200  full  time  equivalent  (FTE) 
students.  By  comparison,  special  education  services  are 
budgeted  at  $102.0  million  or  23.0%  of  the  total  to  serve 
10.6%  of  the  enrollment  or  6,543  FTEs.  The  bilingual 
education  budget  of  $29.0  million  represents  6.5%  of 
the  total  and  serves  about  10.1%  of  the  total  eiu-ollment 
or  6,209  FTEs.  The  level  of  resources  devoted  to  special 
education  indicates  the  need  for  analysis  of  the  delivery 
of  this  service. 

Pupil  support  services,  programs  and  accounts  not 
directly  related  to  classroom  education,  continue  to  make 
up  a smaller  portion  of  the  budget,  declining  from  36.9% 
last  year  to  35.8%  in  fiscal  1996.  Employee  benefits,  as  a 
percent  of  the  budget,  decline  from  9.6%  to  9.1%  or 
$410,000  because  employees  are  switching  from 
indemnity  health  plans  to  HMOs. 
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The  Budget  Document  and  Practices 

The  BPS’s  budget  document  is  not  a comprehensive  and  instructive  policy  report  that  is  meaningful  to  the  many  audiences 
involved  with  the  system.  The  limited  narrative  focuses  on  incremental  changes,  not  complete  programs.  How  the  various 
educational  programs  meet  performance  measures  tied  to  goals  is  not  included.  The  budget  is  built  within  a target  number 
rather  than  on  educational  policy.  The  budget,  also,  is  not  developed  in  an  “all-funds”  format  that  shows  the  integration  of  all 
resources.  The  BPS  has  achieved  small  surpluses  in  each  of  the  last  five  years.  Nevertheless,  financial  and  management 
issues  hurt  the  system’s  fiscal  discipline  and  budget  credibility.  Fiscal  discipline  is  weakened  by  the  practice  of  programs 
being  approved  without  identification  of  funds,  forcing  other  budget  accounts  to  be  “raided”  thereby  impairing  the  budget  as  a 
credible  spending  plan.  This  is  caused  by  the  growth  in  school  eiu-ollment  and  the  School  Committee’s  efforts  to  address 
educational  needs  during  the  year. 

School  Based  Management  and  Budgeting 

The  current  budget  process  does  not  offer  the  individual  schools  the  flexibility  or  local  control  envisioned  in  the  BTU 
contract.  School  based  management  (SBM)  in  every  school  was  expected  to  allow  each  school's  principal,  working  with  the 
site  council  made  up  of  parents  and  staff,  to  determine  the  direction  of  their  school  and  have  some  budget  discretion  to 
accomplish  those  goals.  Each  school  does  receive  a lump  sum  budget,  but  formulas  implementing  contract  provisions  and 
state  requirements  impose  strict  student  teacher  ratios  and  student  program  requirements.  Funds  for  discretionary  use  by  the 
schools  are  not  adequate  to  affect  meaningful  change.  The  schools  therefore,  have  little  financial  discretion  to  shape  their 
programs  within  the  general  fund  budget.  Consequently,  some  principals  seek  outside  funding  for  added  services. 

Future  Budget  Drivers 

In  addition  to  employee  contract  requirements,  future  financial  obligations  associated  with  new  BPS  initiatives.  School 
Committee  priorities,  state  reform  programs  and  enrollment  growth  will  add  pressure  for  increased  school  spending  in  future 
years.  For  example,  the  School  Committee’s  approval  of  the  expansion  of  full-day  kindergarten  for  all  five  year  olds  by  fiscal 
1997  results  in  an  increase  in  this  year’s  budget  of  $1.1  million  and  will  require  a second  large  increase  next  year  as  well  as 
capital  expenses  to  provide  appropriate  classroom  space,  if  fiilly  implemented.  Other  educational  policies  such  as  pilot 
schools,  algebra  in  all  middle  schools,  continued  fine  arts  expansion,  accreditation  staff  and  resources  and  curriculum  renewal 
for  all  subject  areas  will  have  significant  impacts  on  future  budgets.  In  addition,  the  School  Committee  has  expressed  interest 
in  expanding  programs  such  as  athletics,  advanced  placement  classes  and  alternative  education.  State  requirements  such  as 
teacher  recertification,  professional  development  and  the  Time  and  Learning  study  recommending  extended  school  days  will 
also  drive  future  spending.  Implementation  of  facility  recommendations  based  on  the  Mayor’s  Blue  Ribbon  Commission 
report  will  impact  both  operational  and  capital  expenses  over  several  years.  Enrollment  growth  continues  to  be  a factor. 

Recommendations 

1.  The  Superintendent  must  establish  fiscal  discipline  in  managing  the  school  budget.  The  budget  accounts 
should  be  realistic  and  directly  tied  to  systemwide  goals  and  objectives.  Cost  center  managers  should  be  held 
accountable  for  the  delivery  of  services  within  budget  allocations.  Resources  for  policy  initiatives  should  be  identified 
before  the  policies  are  approved.  Internal  financial  controls  are  adequate  but  should  be  improved  upon. 

2.  The  BPS  budget  document  should  be  redesigned  as  a policy  document  in  a format  that  is  clear,  concise, 
meaningful  and  credible  to  the  many  audiences  involved  with  the  system.  The  budget  should  be  a resource 
that  is  informative  and  instructional  about  each  program  to  provide  a better  imderstanding  of  the  services  delivered 
and  steps  taken  to  insure  efficiency  and  accountability.  The  major  budget  programs  should  be  tied  to  goals  and 
objectives  which  are  evaluated  based  on  performance  measmes.  The  budget  document  should  include  an  "all-funds" 
format  to  provide  a more  comprehensive  view  of  the  total  resources  available  and  to  help  ensure  a more  efficient 
allocation  of  resources.  Eventually,  the  budget  should  be  presented  in  a "multi-year"  format.  These  steps  will  help 
establish  credibility  for  the  budget  to  strengthen  the  case  for  building  the  budget  based  on  educational  policy  rather 
than  on  a target  number  from  City  Hall.  The  Superintendent  can  send  a strong,  symbolic  message  that  fundamental 
change  is  coming  to  the  BPS  through  a redesigned,  instructive  and  "user-friendly"  fiscal  1997  budget  dociunent. 

3.  Stronger  efforts  need  to  be  made  to  provide  for  real  discretion  in  school-site  budgeting.  Moving  forward 
in  this  area  will  have  budget  and  organizational  implications  and  should  be  preceded  by  improvement  of  the  central 
budget  system.  The  Superintendent  should  establish  a study  group  to  provide  a comprehensive  review  and  analysis 
of  school -based  budgeting  for  Boston  that  considers  the  lessons  learned  from  other  school  systems.  All  117  schools 
are  School  Based  Management  schools  but  their  budgets  do  not  adequately  provide  meaningful  discretionary 
resources  for  individual  school  needs.  That  would  require  additional  resources  allocated  from  within  the  existing 
BPS  budget.  Increased  budget  flexibility  must  be  tied  to  greater  accountability. 


